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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial sapeagency to

use its authority when examining financial institutions subject to its supervision, ts #sses
institution's record of meeting the credit needs of its entire community, includingriow
moderate-income neighborhoods, consistent with safe and sound operation of the institution.
Upon conclusion of such examination, the agency must prepare a written evaluation of the
institution's record of meeting the credit needs of its community

This document is an evaluation of the Community Reinvestment Act (CRA) performance of
Grand Valley Bank, Heber City, Utah, prepared by th&ederal Deposit | nsurance

Corporation, the institution's supervisory agency, a®ofober 13, 2010. The agency evaluates
performance in assessment area(s), as they are delineated by the institution, rather than
individual branches. This assessment area evaluation may include the visits to some, but not
necessarily all of the institution's branches. The agency rates the CRA performance of an
institution consistent with the provisions set forth in Appendix A to 12 CFR Part 345.



INSTITUTION

INSTITUTION'S CRA RATING: This institution is rated: Satisfactory.

Some level of satisfactory performance regarding the bank’s loan distnpirimarily
supports the overall rating. For CRA Small Banks, typically, once a bank deatessit least
satisfactory performance regarding its loan-to-deposit ratiotamhokin concentration inside its
assessment area, examiners will then place more weight on the bank’s oéchstisuting its
loans, both geographically and based on the borrowers’ profiles, when arriviiegL&niding
Test rating.

Since the bank did not request consideration of its investments and services, and eximniners
not identify any evidence of discriminatory or other illegal credit prestithese factors did not
affect the overall rating. The following points summarize conclusions, based omimigage
and small business loans, for each applicable performance factor, which thetienaliscusses
in detail elsewhere.

e The bank demonstrated a reasonable record regarding its loan-to-depositgtid DA
reasonable overall level, at 55 percent, and a reasonable level relative toaathe
institutions support this conclusion.

e The institution exhibited an excellent record of concentrating its loaitk iits
assessment areas. Excellent records by both number and dollar volume for both of the
bank’s major product lines support this conclusion.

e Grand Valley Bank displayed a reasonable record of dispersing its loans based on the
borrowers’ profiles. A reasonable record in the State of Colorado based principally on
residential real estate loans primarily supports this conclusion.

e The bank achieved an adequate record of geographically distributing itsHoaunghout
its assessment areas. An adequate record in the State of Colorado bageadlpmci
residential real estate loans primarily supports this conclusion.

e The bank did not receive any CRA-related complaints since the previous evaluation;
therefore, this factor did not affect the rating.



SCOPE OF EXAMINATION

This evaluation covers the time period from February 25, 2008, to October 13, 2010, the date of
the previous Office of the Comptroller of the Currency (OCC) evaluation to tHisatea's

date. To evaluate performance, examiners applied the CRA Small Bank pedeffiactors:
loan-to-deposit ratio, lending concentration inside the assessment areastobatain based on

the borrowers’ profiles, geographic loan distribution, and response to consumer complaints.

CRA Small Bank procedures require examiners to determine the bank’s majort firetufrom

which to sample, and as an initial matter, examiners may select from aneosane loan

categories used for CRA Large Bank evaluations: home mortgages, srrekbusmall farm,

and consumer loans. Based on origination and purchase data, home mortgage loans and small
business loans represented the bank’s major product lines. Small farm loans and iIcloRsiEMe
each represented a relatively minor proportion of the institution’s lendimifyactTherefore,

since such a review of these product lines would not affect any conclusionsgs,rttis
performance evaluation did not discuss these credits.

The table below shows the bank’s lending activity for its two major produst lmene
mortgage loans, those reported on the bank’s 2008 and 2009 HMDA-Loan Application Registers
(LARs); and small business loans originated from January 1, 2009, through June 30, 2010.

Table 1 - Loan Originations & Purchases
Loan Type Number Percent Dollar Amount (000) Percent
Home Mortgage 198 73.1 $38,344 77.7
Small Business 73 26.9 $10,985 22.3

Based on this lending emphasis, examiners considered all of the 2008 and 2009 HMDA-LAR
loans reflected in the table above, as well as samples of the small busines$toamthe

universe of small business loans seen in the table above, examiners sampled 24 liogns tota
$1,681,982 originated in Colorado, and 24 loans totaling $6,834,267 originated in Utah.

The bank operates a total of three offices in three assessment areastisids. 1) Colorado —
Grand Junction Metropolitan Statistical Area (MSA), consisting of Mesa Coaimdly2) Utah —
Uintah County, office in Vernal; and Wasatch County, offices in Heber City and afid®oth
Utah counties are designated as non-metropolitan areas (non-MSAs). dwenfpliable shows
certain activity levels for each state.

Table 2 - State Weighting
State % of Loans % of Deposits % of Branches
Colorado 79.9 77.4 57.1
Utah 20.1 22.6 42.9

Based on the above table, examiners weighted performance in Colorado more heavily whe
arriving at overall ratings. Examiners performed full-scope proceduredl Bssessment areas.



DESCRIPTION OF INSTITUTION

Background

Grand Valley Bank operates as a full service commercial bank heagtgdart Heber City,

Utah, with offices in western Colorado and northeastern Utah. Grand Valley &avpor

(GVC), a closely-held bank holding company, wholly owns the bank. Two partnershipgd contr
GVC; Sagebrush Partners LLP, which owns 51 percent of GVC, and Porter Mounit&iR, 1
which owns 30 percent of GVC. Various investors own the remaining 19 percent of GVC.

Senior management oversees the main operations of the bank from its main offextilocat
Grand Junction, CO. The bank operates seven full-service offices: four inaiie Janction
MSA, Mesa County, Colorado, and three in Utah, one in Uintah County and two in Wasatch
County. The bank maintained automated teller machines throughout the assesswseat|ar
only providing cash dispensing services. Three of the Colorado and two of thie¢ttons
allowed Saturday banking.

Ability and Capacity

As of June 30, 2010, the bank reported nearly $254 million in total assets. The following table
shows that securities and loans dominated the bank’s asset mix. Totatlasssdsed by
approximately $8 million, gross loans by approximately $20 million, and total dejysi
approximately $14 million since the previous evaluation.

Table 3 — Asset Distribution as of June 30, 2010
Asset Category Dollar Amount $ (000) Percent of Total Assets (%)

Cash 9,062 3.6
Securities 124,302 49.0
Loans & Leases 110,855 43.6
Premises & Fixed Assets 4,079 1.6
Other Real Estate Owned 1,241 0.5
Other Assets 4,412 1.7

Total Assets 253,951 100.0

As reflected in the following Loan Distribution Table, commercial loans at epe
represented the largest percentage of outstanding loans as of June 30, 2010.



Table 4 — Loan Distribution as of June 30, 2010
Loan Category Dollar Amount $ (000) Percent of Total Loans (%)

Construction and Land Development 19,432 17.0
Secured by Farmland 15,071 13.2
1-4 Family Residential 19,745 17.3
Multifamily 1,328 1.2
Commercial Real Estate 43,213 37.9

Total Real Estate Loans 98,789 86.6
Commercial and Industrial 8,075 7.1
Agricultural 5,704 5.0
Consumer 1,472 1.3
Other 6 <0.1
Less: Unearned Income 46 <0.1

Total Loans 114,092 100.0

Source: June 30, 2010, Call Report, Schedule RC-C

The bank did not perform any branching or merger and acquisition activities sincevibagpre
evaluation, including closing any branches. The institution received a Satigfaating at its
previous February 25, 2008, OCC evaluation. The institution’s financial condition, size, product
offerings, prior performance, and legal impediments did not affect the bankig &biheet the
assessment areas’ credit needs.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS

Loan-to-Deposit Ratio

The bank demonstrated a reasonable record regarding its loan-to-depositgtid DA
reasonable overall level and a reasonable level relative to other lottatiorss support this
conclusion. Examiners considered the bank’s size, business strategy, and calpfivgyto the
assessment areas’ credit needs when arriving at this conclusion.

The overall level of the bank’s average, net LTD ratio reflected reasqmatitemance. For the

10 quarters since the previous evaluation, the bank recorded a 54.6 average, net LTD ratio
which slightly exceeds the 51 percent average ratio noted at the previous CRA@vallle

bank’s quarterly net LTD ratio remained somewhat steady from March 2008 wmi2009,
reaching a high for the whole period under review by this evaluation of 58.4 percen¢in J

2009 and again in June 2009. The ratio then steadily declined from its June 2009 58.4 percent
level to its low of 48.4 percent in June 2010.

Not fully considered in the bank’s LTD ratio calculations, however, is the notable @@iim
residential real estate loans originated but sold into the secondary market. Im@Q@0®9, the

bank originated 144 loans totaling $31,479,003 not fully captured in the LTD ratio. That volume
represents over 28.9 percent of the bank’s outstanding loans as of June 2010.



The bank’s ratio relative to other local institutions also reflected reblsoparformance. The
following table lists other banks headquartered in Grand Junction, Colorado, locatedamée
county as the subject bank’s most productive loan offices, as noted under the Scope&. iAs see
the following table, Grand Valley Bank’s ratio trails, but remains withiraaageable range of,

the other listed ratios, especially considering the volume of secondary hoark®ethe bank
originated. Consequently, based on the overall level and the level relative to otharaigm
institutions, the bank demonstrated a reasonable record regarding itstlol'D ra

Table 5 — Net Loan-to-Deposit Ratios

Bank Name Location Total Assets (9/30/10) Average Net LTD Ratio (%)
ﬁg%g? g;ﬂ%.‘?a‘”k | 253,951 54.63

Assessment Area Concentration

The institution exhibited an excellent record of concentrating its loaiteiits assessment

areas. Excellent records by both number and dollar volume for both of the bank’s majot produc
lines support this conclusion. Examiners considered the bank’s asset sizefmititees and

loan products reviewed relative to the assessment areas’ sizes and costhvtimee arriving at

this conclusion.

The following table shows that the bank granted a substantial majority of both ¢afrctsr

inside its assessment areas. This held true for the percentages by both numbéararaldoé

of loans. In addition, the institution even increased its percentages by both number and dolla
volume for residential loans from 2008 to 2009. Focusing on the overall high percentages wit
the context of the previously noted considerations, the institution exhibited areekoetiord of
concentrating its loans inside its assessment areas.

Table 6 — Loan Concentration Inside the Assessment Areas

Number of Loans Dollars of Loans (000s
Loan Category or Type Inside Outside Total # Inside Outside Total $
# % # % $ % $ %

Residential Loans:

2008 HMDA 73 95 4 5 77| 14,087 94 944 6 15,031

2009 HMDA | 120 99 1 1 121 | 23,005 99 308 1 23,313

Subtotal 193 97 5 3 198 | 37,092 | 97 1,252 3 38,344

Commercial Loans: 47| 98 1 2 48 8156 99 63 1 8.2)9

2009 & 2010 (Q1l& Q2)
Sources: Grand Valley Bank's HMDA LAR (2008 & 2088) other bank records.




Borrower Profile Loan Distribution

Grand Valley Bank displayed a reasonable record of dispersing its loans basebdamnaivers’
profiles. A reasonable record in the State of Colorado based principally omtiesiczal estate
loans primarily supports this conclusion. Despite this emphasis in the analybiankhaso
displayed some level of satisfactory performance in both states and for both loansproduct
reviewed.

Geographic Distribution of Lending

The bank achieved an adequate record of geographically distributingngsttwaughout its
assessment areas. An adequate record in the State of Colorado based praomcipaltjential
real estate loans primarily supports this conclusion. Despite this empht@sainalysis, the
bank also displayed some level of satisfactory performance in both states and forrboth loa
products reviewed.

Response to Complaints

The bank did not receive any CRA-related complaints since the previous evaltredrefgre,
this factor did not affect the Lending Test rating.

FAIR LENDING OR OTHER ILLEGAL CREDIT PRACTICES REVI EW

The examiners’ review did not reveal any evidence of discriminatory or ddgal icredit
practices inconsistent with helping to meet community credit needs. Thethfsrfactor did
not affect the rating.



STATE OF COLORADO

CRA RATING FOR Colorado: Satisfactory

A reasonable record of distributing loans based on the borrowers’ profiles and artedequa
record of geographically distributing loans support the overall ratindpéoBtate of Colorado.

SCOPE OF EXAMINATION

Since the bank only operated in one assessment area, the Grand Junction MSA, ia tiie Stat
Colorado, examiners applied full-scope procedures to this sole assessmdbbaeeag the

same time period discussed under the Institution’s Scope, the following tabletbhote

bank’s lending emphasis in Colorado favors home mortgage loans even more heavily tian fo
bank as a whole. Consequently, conclusions and ratings for the State of Coloraddyprimari
focused on performance regarding home mortgage loans. When evaluating smal$ hosirses

in Colorado, examiners considered a sample of 24 loans totaling $1,681,982 from the universe
noted in the table.

Table 7 - Loan Originations & Purchases
Loan Type Number Percent Dollar Amount (000) Percent
Home Mortgage 181 81.9 $35,000 91.4
Small Business 40 18.1 $3,301 8.6

DESCRIPTION OF INSTITUTION’S OPERATIONS IN COLORADO
GRAND JUNCTION MSA (MESA COUNTY)

The bank designated one assessment area, Mesa County, in the State of Colorado. Mesa Count
eguates to the Grand Junction MSA. The area conforms to the regulation. As pyevoters)

the bank’s operations in Colorado included nearly 80 percent of the bank’s total loans, over 77
percent of its total deposits, and four of the bank’s seven total offices.

It located two offices in Grand Junction, one office in Collbran, and one office in,Falliita
Mesa County and the Grand Junction MSA. Three offices resided in middle-incota@iréc
one resided in a moderate-income tract. Grand Valley Bank also mairfiagmadtomated
teller machines in the MSA; however, none accept deposits. The assessmeoni@iaad no
low-income tracts, 5 moderate-income, 16 middle-income, and 7 upper-income tracts.

Major industries based on number of jobs in the MSA include service, retail, andmgewner
The largest employers in Mesa County include Mesa County School Distrieta§ts
Hospital, Mesa State College, Halliburton Energy, and Wal-Mart. A commumtact stated
that national manufacturing picked up, slowly expanding in the assessmentayeHs began



to slow, but the local economy remains sluggish and businesses scaled back duetwth&ec
slowdown. As of June 2010, Mesa County reported an unemployment rate of 9.3 percent
compared to the June 2010 national unemployment rate of 9.5 percent and the Statead Colora
unemployment rate at 7.9 percent. Table 3 provides demographic information for the MSA.

Table 8 — Demographic Information for Grand Junction MSA Assessmdrrea
. - Low Moderate Middle Upper NA*
Demographic Characteristics # % of # % of # % of # % of# | % of #
Geographies (Census Tracts) 28 0,00 17.86 57.14 .0025 0.00
Population by Geography 116,2%5 0.p0 17170 60.49 .81211 0.00
Owner-Occupied Housing by 33,306 0.00 14.19 60.18 25.63 0.po
Geography
Business by Geography 15,011 0{oo 25.05 5[.31 3.642 0.00
Farms by Geography 640 0.00 6.09 72|66 21.25 D.00
Family Distribution by Income Level 31,749 0.p0 19.63 23.69 39.2$ 0.0p
Median Housing Value | 119,518
Families Below Poverty Level 7.03%
Unemployment Percentages ( June 2010): Median Family Income
Mesa County, CO 9.3% | for 2008 55,000
State of Colorado 7.9%
United States 9.5% [ HUD Adjusted Median
Family Income for 2009 | 57,200

Source: 2000 Census, 2008 & 2009 HUD updated MFI.

The U.S. Census Bureau data recorded a 2000 Median Family Income (MFI) of $4310&5 for
Grand Junction Metropolitan Statistical Area (MSA #24300). The Department ofrigaarsil
Urban Development (HUD) estimated MFIs for the Grand Junction MSA for 2008 and 2009 at
$55,000 and $57,200, respectively.

This evaluation based the census tract income designations on the 2000 Census indome data
the geographic loan distribution performance factor. Examiners based thedysriosome
designations on the HUD estimated MFIs for the Grand Junction MSA, depending omtbe loa
origination date, for the borrower profile loan distribution performance factor follbeiing

table shows the applicable MFI figures and corresponding income levels.

Table 9 — Income Levels for the Grand Junction MSA
Income Level 2000 Range 2008 Range 2009 Range
(% of MFI) $43,015 $55,000 $57,200
Low (Less than 50%) Less than $21,508 Less than $27,500 Less than®28,6
Moderate (50% to <80%) $21,508 to < $34,412 $27,500 to < $44,000 $28,60045,760
Middle (80% to <120%) $34,412 to < $51,618 $44,000 to < $66,000 $45,360$68,640
Upper (120% and over) $51,618 and over $66,000 and over $68,640 and over

Source: 2000 U.S. Census; 2008 and 2009 HUD ewtindedian Family Incomes



CONCLUSIONS FOR THE STATE OF COLORADO
(GRAND JUNCTION MSA AA — MESA COUNTY)

Borrower Profile Loan Distribution

The bank demonstrated a reasonable record of dispersing its loans based on the borrowers’
profiles. A reasonable record regarding home mortgage loans primarily supociclusion.
This factor only considered loans granted in the Grand Junction MSA Assess@@I(AA).

Residential Real Estate Loans

The institution exhibited a reasonable record of dispersing its home moldgagen Colorado
based on the borrowers’ profiles. Examiners focused on the percentage of the numiner of loa
granted to low-income borrowers in 2008 as well as the trend to moderate-incomesb®rrow
relative to the aggregate data when arriving at this conclusion.

The following table shows that to low-income borrowers, the bank’s 2008 percentdge near
tripled, and the 2009 percentage did triple, the aggregate level. The banke felatls reflect
strong performance to low-income borrowers. By contrast, the bank’s percen2ggs8ito
moderate-income borrowers represented less than half of the aggreght&\aile this level
would typically reflect unreasonable performance, the institution nearly doub 2008
percentage in 2009, up to a reasonable level. This increase occurredtiesf@ercent
decline in single family, new construction permits and rising unemploymgpatienced in
Mesa County during this same time period.

Consequently, given the strong performance to low-income borrowers and the nptednid
trend to a reasonable level to moderate-income borrowers, the institution exhileiést@able
record of dispersing its home mortgage loans.

Table 10 — Borrower Profile Loan Distribution of ResidentialMortgage Loans

% of Owner- 2008 Aggregate HMDA 2008 HMDA 2009
Borrower Income Level Occupied Lending Data

Housing Units (% of #) # % # %
Low 17 3 5 8 10 9
Moderate 20 13 3 5 10 9
Middle 24 24 17 26 24 21
Upper 39 42 34 51 69 60
Income Not Reported NA 18 7 10 2 1
Total 100 100 66 100 115 100

Sources: 2000 U.S. Census * Approximately 7 pemfetie family population is living below the pdydevel,

leaving approximately 10 percent of the low-incdamailies in a potential borrowing capacity.
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Small Business Loans

Grand Valley Bank displayed a solid record of dispersing its small business Isadsonathe
borrowers’ profiles. Examiners focused on the percentage of the number of loans tgranted
entities with gross annual revenues of $1 million or less as well as in thersreaéinue
categories, relative to the D&B data when arriving at this conclusion.

The following table shows that the bank granted all of the sampled loans to budinatsses
reported gross annual revenues of $1 million or less. In addition, the institugéoniecttover
one-half of its loans to entities that reported gross annual revenues of le$4@06z000, as
compared to only 44 percent of the businesses reporting such revenues. Consequenthe give
performance level to companies with revenues of $1 million or less supplemertted by
performance level in the two lowest revenue categories, Grand Valtkydssplayed a solid
record of dispersing its small business loans based on the borrowers’ profiles.

Table 11 — Borrower Profile Loan Distribution of Commercial Loans
Gross Annual Percent of Businesses by Number Percent Dollar Volume Percent
Revenue Gross Annual Revenues* ($000s)

Less than $50,000 14 3 13 68 4
$50,000 to $99,999 30 9 38 365 22
$100,000 to $249,999 37 6 25 458 27
$250,000 to $499,999 9 2 8 272 16
$500,000 to $1 million 5 4 16 519 31
Subtotal < $1 million 95 24 100 1,682 100
Over $1 million 5 0 0 0 0

Grand Total 100 24 100 1,682 100

Source: *2009 D&B Data; Bank Records

Geographic Loan Distribution

The bank established an adequate record of geographically distributmengshroughout its
Colorado assessment area. An adequate record regarding home mortgagenha@aihg pri

supports this conclusion. This factor only considered loans granted inside the Grand Junction

MSA assessment area. As previously noted, the assessment area did not mpidaiFirecome

geographies.

Residential Real Estate Loans

The institution achieved an adequate record of geographically distributiegidemtial

mortgage loans. When arriving at this conclusion, examiners focused on the bankitagerce
for 2008 of its number of loans in moderate-income census tracts relative to the tegdgpéma

The following table shows that for 2008, the bank’s percentage trailed the appdiggldgate
figure; however, it remained with an adequate range. The drop noted in 2009 détoactde
institution’s record. However, given that the notable percentage drop occurred onlyehmcaus
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an actual decline of two loans, this analysis placed limited weight on the drop in 2009, and
instead, focused on the 2008 level. Consequently, the institution achieved an adequate record of
geographically distributing its home mortgage loans.

Table 12 — Geographic Loan Distribution of Residential Mortgage Loas
Census Tract Income %OO(I;C?J\[IJVig?jr- zl?gr? dﬁ%glrjest:te HMDA 2008 HMDA 2009
(Al SRS Housing Units (% of #) # % # %
Moderate (5) 14 16 7 10 5 4
Middle (16) 60 64 44 67 81 71
Upper (7) 26 20 15 23 29 25
Total (28) 100 100 66 100 115 100

Sources: 2000 U.S. Census

Small Business Loans

Grand Valley Bank’s performance reflected an acceptable recordgfegenically distributing
its small business loans throughout the Colorado assessment area. This faxcalysdon the
bank’s percentage of its number of loans in moderate-income census tracts and samewhat i
middle-income tracts relative to the D&B data when arriving at this caoolus

The following table shows that the percentage of the number of the bank’s loans inteaodera
income geographies trailed the D&B figure; however, it remained with@ptable range. The
bank’s level in middle-income areas also lends support to the bank’s acceptatile e seen,
the bank granted three-fourths of its loans in middle-income geographiek,aghiain over

half of the assessment area’s businesses. Consequently, given the acleygliahlenoderate-
income tracts and the understandable concentration in middle-income areas, &leynd V
Bank’s performance reflected an acceptable record.

Table 13— Geographic Distribution of Small Business Loans
Census Tract Income Percer_n of Small Number Percent Dollar Percent
(Number of Tracts) Businesses* Volume ($000s)
Moderate (5) 25 4 17 112 7
Middle (16) 51 18 75 1,515 90
Upper (7) 24 2 8 55 3
Total (28) 100 24 100 1,682 100

Source: *2009 D&B Data; Bank Records

12



STATE OF UTAH

CRA RATING FOR Utah: Satisfactory

Reasonable records of distributing loans, both geographically and based on the borrowers
profiles, support the overall rating for the State of Utah.

SCOPE OF EXAMINATION

Since the bank only operated in non-metropolitan (non-MSA) areas in the Statd,of Uta
examiners applied full-scope procedures to the institution’s two assessesniratah. Since
both assessment areas represent non-MSAs, this evaluation combined both assesssrfent a
analysis and presentation purposes.

Covering the same time period discussed under the Institution’s Scope, the folkivknghows

that the bank’s lending emphasis in Utah favors small business loans, contraryankise

overall lending emphasis. Consequently, conclusions and ratings for the State pfikd&xily

focused on performance regarding small business loans. When evaluating simedisdloans

in Utah, examiners considered a sample of 24 loans totaling $6,834,267 from the universe noted
in the table.

Table 14 - Loan Originations & Purchases
Loan Type Number Percent | Dollar Amount ($000) Percent
Small Business 32 72.7 $7,684 80.4
Home Mortgage 12 27.3 $1,876 19.6

DESCRIPTION OF INSTITUTION’S OPERATIONS IN UINTAH A ND
WASATCH COUNTIES, UTAH: NON-METROPOLITAN AREAS

The bank designated two assessment areas, Uintah County and Wasatch Countyate tiie St
Utah. Both counties represent non-metropolitan areas. The areas conformeguthton. As
previously noted, the institution’s operations in Utah included only 20 percent of the bank’s total
loans, just under 23 percent of its total deposits, and three of the bank’s seven total offices

The institution located one office in Uintah County, Midway, and the other two inttflasa
County, Heber City and Vernal. Two of these offices reside in middle-ingeographies and
one resides in an upper-income geography. Grand Valley Bank also operatedtadtteller
machines in Utah; however, none accept deposits.

Wasatch County lies in North Central Utah. Heber City, along with the imteesdierounding

area in the valley, contains the largest population center in Wasatch Cohiatyalgo includes
the town of Midway, located approximately three miles west of Heber CitysatttaCounty

13



consists of four census tracts. The only moderate-income tract, 9403, covers thepeasta
of Wasatch County and remains largely unpopulated, with only 33 people. Another tract, 9925,
contains only 4 people with no income designation.

Uintah County is located on the northeastern edge of Utah where it borders Coloradindes
the towns of Vernal, Naples, and Maeser. Uintah County consists of five cesigvitia two
tracts designated as moderate-income. The moderate income tracts 9401 andi®i¥02 m
encompass raw land and part of the Uintah and Ouray Indian Reservation. Tramr@t4dis a
population of only 629 people.

According to the Utah Department of Workforce Services, the Uintah anddV&3aunties’
economies experienced notable economic downturns. While the development of oil and gas
resources expanded the economy in 2007 and 2008, the collapse of oil prices during 2009 led to
extensive job losses in the mining industry as well as a significant decline construction

industry. In 2009 the assessment area experienced an average decr@gszadni in new
residential building permits and an average decrease of 69 percent totalatarstralue. The

largest employers in the two counties include the local school systems, countyngenve Wal-

Mart, and Halliburton Energy Services. Table 9 provides demographic infomfat the non-

MSA assessment area.

Table 15 — Demographic Information for Wasatch and Uintah County Non-MSA Aea
. - Low Moderate Middle Upper NA*

Demographic Characteristics # % of # % of # % of # %of # | % of #
Geographies (Census Tracts) 9 0|00 33.33 M44  111.111.11
Population by Geography 40,43 0.po 11{90 68.84 251p. 0.01
Owner-Occupied Housing by 10,124 0.00 11.22 68.20  20.57 0.po
Geography
Business by Geography 5,78 0J00 473 71.71 5523. 0.00
Farms by Geography 19 0.00 1111 61.62 27.27 D.00
Family Distribution by Income Level 10,39 16.p 17.04 23.93 42.47 0.00
Families Below Poverty Level 9.08% Median Housing Value 130,840
Unemployment Percentages (June 30, 2010): . .

Wasatch County, UT 8.9% m?g'&;‘s Family Income 49 300

Uintah County, UT 6.9% '

0,
8?}:2 dogtjatf:a hs ;gojo HUD Adjusted Median
72| Eamily Income for 2009 51,800

Source: 2000 Census, 2008 & 2009 HUD updated MFI.

The U.S. Census Bureau recorded a 2000 Median Family Income (MFI) of $41,239%fsr Uta
statewide non-metropolitan areas (non-MSA). The Department of Housing and Urba
Development (HUD) estimated MFIs for Utah’s non-MSAs for 2008 and 2009 at $4£,800

$51,800, respectively.
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This evaluation based the census tract income designations on the 2000 Census indome data
the geographic loan distribution performance factor. Examiners based the bsrioeame
designations on the HUD estimated MFIs for the Utah non-MSAs, depending on the loan’s
origination date, for the borrower profile loan distribution performance factor. ollbeing

table shows the applicable MFI figures and corresponding income levels.

Table 16 — Income Levels for the Wasatch and Uintah Counties Non-MSA
Income Level 2000 Range 2008 Range 2009 Range
(% of MFI) $41,239 $49,300 $51,800
Low (Less than 50%) Less than $20,620 Less than $24,650 Less than®25,9
Moderate (50% to <80%) $20,620 to < $32,991 $24,650 to < $39,440 $25,60041,440
Middle (80% to <120%) $32,991 to < $49,487 $39,440 to < $59,160 $41,8440%62,160
Upper (120% and over) $49,487 and over $59,160 and over $62,160 and over

Source: 2000 U.S. Census; 2008 and 2009 HUD ewidedian Family Incomes

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN UTA H
(WASATCH AND UINTAH COUNTIES NON-METROPOLITAN AREAS)

Borrower Profile Loan Distribution

The bank demonstrated a reasonable record of dispersing its loans based on the borrowers’
profiles. A reasonable record regarding small business loans primarily sughp®conclusion.
This factor only considered loans granted inside the two non-MSA assesseasnt ar

Small Business Loans

Grand Valley Bank displayed a reasonable record of dispersing its sma#dsians based on
the borrowers’ profiles. Examiners focused on the percentage of the number gfréoded to
entities with gross annual revenues of $1 million or less relative to the D&Bvtataarriving

at this conclusion.

The following table shows that the bank granted a significant majority o&thpled loans to
businesses that reported gross annual revenues of $1 million or less. Altholghlhefthe
areas’ businesses reported such revenues, the bank’s figure falls witlsoraal#a range of the
D&B level. Consequently, given the performance level to companies with revefitbikes
million or less, Grand Valley Bank displayed a reasonable record of dispasssmgall business
loans based on the borrowers’ profiles.

15



Table 17 — Borrower Profile Loan Distribution of Commercial Loans

Gross Annual Percent of Businesses by Number Percent Dollar Volume Percent
Revenue Gross Annual Revenues* ($000s)

Less than $50,000 33 2 9 245 6
$50,000 to $99,999 26 1 5 10 <1
$100,000 to $249,999 25 7 30 1,285 34
$250,000 to $499,999 9 7 30 753 20
$500,000 to $1 million 4 3 13 532 14
Subtotal < $1 million 97 20 87 2,825 74
Over $1 million 3 3 13 971 26

Grand Total 100 23 100 3,796 100

Source: *2009 D&B Data; Bank Records

Residential Real Estate Loans

The institution exhibited an adequate record of dispersing its home mortgaganlbals based
on the borrowers’ profiles. Examiners focused on the total percentages fom202@09
combined of the number of loans granted to low-, moderate-, and upper-income borrowers
relative to the aggregate data when arriving at this conclusion. The bankamtkydgt 2
reportable residential real estate loans during 2008 and 2009. Because of this lowaiumbe
originated loans, analyzing the lending patterns for both years combined gravigeare
reasonable number on which to base conclusions than did each year separately.

The following table shows that the bank did manage to grant one loan to a low-incomeeborro
and one loan to a moderate-income borrower over the two-year period reviewed.o@hsse |
translated into percentages that adequately relate to those for the aggrématend to
moderate-income borrowers. The table also shows that the bank granted two-titsértisans

to upper-income borrowers. While high, this level does not fall beyond an adequate riduege of
aggregate figure, although the bank’s volume came at the expense of middle-incomerborrowe

Consequently, considering both years combined, and given the adequate lralitglow-

and to moderate-income borrowers, and the not unreasonable level to upper-income borrowers,

the institution exhibited an adequate record of dispersing its home mortgage loans.

Table 18 — Borrower Profile Loan Distribution of ResidentialMortgage Loans

% of Owner- 2008 Aggregate HMDA 2008 Total 2008 & 2009
Borrower Income Level Occupied Lending Data

Housing Units (% of #) # % # %
Low 17 1 1 14 1 8
Moderate 17 6 0 0 1 8
Middle 24 22 0 0 1 8
Upper 42 60 5 72 8 67
Income Not Reported NA 11 1 14 1 9
Total 100 100 7 100 12 100

Sources: 2000 U.S. Census * Approximately 9 pemfete family population is living below the pdydevel,
leaving approximately 8 percent of the low-incoamaifies in a potential borrowing capacity.
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Geographic Loan Distribution

The bank established a reasonable record of geographically distribsitiogns throughout its
Utah assessment areas. A reasonable record regarding small businegsimarily supports
this conclusion. This factor only considered loans granted inside the non-MSA assessagent
As previously noted, the assessment areas did not contain any low-income gesgraphie

Small Business Loans

Grand Valley Bank’s performance reflected a reasonable record afagdazplly distributing its
small business loans throughout the Utah assessment areas. This analysisdioche bank’s
percentage of its number of loans in moderate- and somewhat in middle-incosectednte to
the D&B data when arriving at this conclusion.

The following table shows that the percentage of the number of the bank’s loans inteaodera
income geographies approximated the D&B figure, even though it representedgusan.

The bank’s level in middle-income areas also lends support to the bank’s reasecalole As
seen, the bank granted nearly two-thirds of its loans in middle-income geograjtiabs, w
contained almost three-fourths of the areas’ businesses. Consequentlyhgigeceptable level
in moderate-income tracts and the understandable concentration in middle-ineasé&saand
Valley Bank’s performance reflected a reasonable record.

Table 19— Geographic Distribution of Small Business Loans
Census Tract Income Percer_n of Small Number Percent Dollar Percent
(Number of Tracts) Businesses* Volume ($000s)
Moderate (3) 5 1 4 15 <1
Middle (4) 72 15 63 6,020 88
Upper (1) 23 8 33 799 12
NA (1) 0 0 0 0 0
Total (28) 100 24 100 6,834 100

Source: *2009 D&B Data; Bank Records

Residential Real Estate Loans

The institution achieved an acceptable record of geographically distributnegidential

mortgage loans. Examiners focused on the total percentages for 2008 and 2009 combined of the
number of loans granted in moderate- and somewhat in middle-income censushteacts

arriving at this conclusion. The bank only granted 12 reportable residentiadtagal leans

during 2008 and 2009. Because of this low number of originated loans, analyzing the lending
patterns for both years combined provided a more reasonable number on which to base
conclusions than did each year separately.

The table below shows that for the total, the bank’s percentage slightigdedtthe aggregate

level, even though the bank’s percentage represented just one loan. The bank’s lelagiein mi
income areas also lends support to the bank’s acceptable record. As also ssgtheltitio
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years combined the bank granted well over one-half of its loans in middle-incease \@here
the aggregate granted nearly three-fourths of its loans. Although the bamiestgeailed the
aggregate figure in the middle-income areas, the institution’s level Btdlitein an acceptable
range of the aggregate percentage. Consequently, given the acceptéble leeelerate- and
middle-income tracts, Grand Valley Bank’s performance reflectedcaptable record.

Table 20 — Geographic Loan Distribution of Residential Mortgage Loas

Census Tract Income | 00f Owner- | 2008 Aggregate | HMDA 2008 Total 2008 & 2009
Level (# of Tracts) Occupied Lending Data : -
Housing Units (% of #) # % # %o
Moderate (5) 11 5 1 14 1 8
Middle (16) 68 72 4 57 7 59
Upper (7) 21 23 2 29 4 33
Total (28) 100 100 7 100 12 100

Sources: 2000 U.S. Census
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APPENDIX A

SCOPE OF EXAMINATION TABLE

Institutions with multiple assessment areas or affiliates subjecatuisation may warrant the
use of charts that convey information regarding the scope of the examination. |G épl
chart may be used as a supplement to the discussion of the scope or in lieu thereof.

Grand Valley Bank
SCOPE OF EXAMINATION: The evaluation included reviews of the folowing (1)
home mortgage lending for 2008 and 2009 and (2) commercial (small business) loans.
One community contact from the MSA assessment area was performed dag the
evaluation.

TIME PERIOD REVIEWED: Home mortgage loans from January 1, 2008 to December
31, 2009; commercial (small business) loans from January 1, 2009 to June 31, 2010.

PRODUCTS REVIEWED: HMDA-related mortgage loans, commercial (small bginess
loans).

LIST OF AFFILIATES AND PRODUCTS REVIEWED

_ AFFILIATE PRODUCTS
AFFILIATE(S): RELATIONSHIP:  REVIEWED:
None NA NA

LIST OF ASSESSMENT AREAS AND TYPE OF EXAMINATION

ASSESSMENT TYPE OF BRANCHES OTHER

AREA: EXAMINATION: VISITED: INFORMATION:
Grand Junction, Full Scope One N/A

CO, MSA #24300

Uintah and Full Scope N/A N/A

Wasatch Counties,

Utah (Non-MSA)
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APPENDIX B

GENERAL DEFINITIONS

Aggregate lending:The number of loans originated and purchased by all reporting lenders in
specified income categories as a percentage of the aggregate number ofi¢irzatedand
purchased by all reporting lenders in the metropolitan area/assesseant ar

Area Median Income: The median family income for the MSA, if a person or geography is
located in an MSA,; or the statewide non-metropolitan median family incomegitson or
geography is located outside an MSA.

Census tract: A small subdivision of metropolitan and other densely populated counties.
Census tract boundaries do not cross county lines; however, they may cross the boundaries of
metropolitan statistical areas. Census tracts usually have between 2,500 andr8@60) aad

their physical size varies widely depending upon population density. Cendsstedesigned

to be homogeneous with respect to population characteristics, economic statusngnd livi
conditions to allow for statistical comparisons.

Community development: All Agencies have adopted the following language. Affordable
housing (including multifamily rental housing) for low- or moderate-income iddais;

community services targeted to low- or moderate-income individuals; actihiiepromote
economic development by financing businesses or farms that meet thegdmyektandards

of the Small Business Administration’s Development Company or Small Busimessment
Company programs (13 CFR 121.301) or have gross annual revenues of $1 million or less; or,
activities that revitalize or stabilize low- or moderate-income g@bgga.

Effective September 1, 2005, the Board of Governors of the Federal Reserve SygtengfOf
the Comptroller of the Currency, and the Federal Deposit Insurance Carpdravie adopted
the following additional language as part of the revitalize or stabilizeitilefh of community
development. Activities that revitalize or stabilize-
(1) Low-or moderate-income geographies;
(i) Designated disaster areas; or
(i)  Distressed or underserved nonmetropolitan middle-income geographies
designated by the Board, Federal Deposit Insurance Corporation, and Office of
the Comptroller of the Currency, based on-
a. Rates of poverty, unemployment, and population loss; or
b.Population size, density, and dispersion. Activities that revitalize and
stabilize geographies designated based on population size, density, and
dispersion if they help to meet essential community needs, including needs
of low- and moderate-income individuals.

Community Development Corporation (CDC): A CDC allows banks and holding companies
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to make equity type of investments in community development projects. Bank CPDCs ca
develop innovative debt instruments or provide near-equity investments tailored to the
development needs of the community as well as to the financial and marketing nitsedsavik.

A CDC may purchase, own, rehabilitate, construct, manage and sell real progsatyit iay
make equity or debt investments in development projects and in local businesses. The CDC
activities are expected to directly benefit low- and moderate-ingpoups, and the investment
dollars should not represent an undue risk on the banking organization.

Community Development Financial Institutions (CDFIs): CDFIs are private intermediaries
(either for profit or nonprofit) with community development as their primary onssA CDFI
facilitates the flow of lending and investment capital into distressed cortiesuaind to
individuals who have been unable to take advantage of the services offered by traditional
financial institutions. Some basic types of CDFIs include community develdfrarks,
community development loan funds, community development credit unions, microenterprise
funds, and community development venture capital funds. A certified CDFI must meet
eligibility requirements, which include: having a primary mission of pramgatommunity
development; serving an investment area or target population; providing developwieatser
maintaining accountability to residents of its investment area or ¢argefpulation through
representation on its governing board of directors, or by other means; and notthogstn
agency or instrumentality of the United States, of any state or political ssibdiwf a state

Consumer loan(s):A loan(s) to one or more individuals for household, family, or other personal
expenditures. A consumer loan does not include a home mortgage, small business, amsmall f
loan. This definition includes the following categories: motor vehicle loans, cexdiloans,

home equity loans, other secured consumer loans, and other unsecured consumer loans.

Family: Includes a householder and one or more other persons living in the same household who
are related to the householder by birth, marriage, or adoption. The number of family hisisehol
always equals the number of families; however, a family household may disteinon-

relatives living with the family. Families are classified by typei#her a married-couple family

or other family, which is further classified into ‘male householder’ (a famith a male

householder and no wife present) or ‘female householder’ (a family with a famadeholder

and no husband present).

Full-scope review:Performance under the Lending, Investment, and Service Tests is analyzed
considering performance context, quantitative factors (for example, géogdastribution,
borrower distribution, and total number and dollar amount of investments), and qualitative
factors (for example, innovativeness, complexity, and responsiveness).

Geography: A census tract delineated by the United States Bureau of the Census in the most
recent decennial census.

Home Mortgage Disclosure Act (HMDA): The statute that requires certain mortgage lenders

that do business or have banking offices in a metropolitan statistical areaaionfilal summary
reports of their mortgage lending activity. The reports include such ddte ece, gender, and
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the income of applications, the amount of loan requested, and the disposition of the application
(for example, approved, denied, and withdrawn).

Home mortgage loansincludes home purchase and home improvement loans as defined in the
HMDA regulation. This definition also includes multifamily (five or more ilgas) dwelling

loans, loans for the purchase of manufactured homes and refinancings of home impronédment a
home purchase loans.

Household: Includes all persons occupying a housing unit. Persons not living in households are
classified as living in group quarters. In 100 percent tabulations, the count of housktmjds a
equals the count of occupied housing units.

HUD Adjusted Income Data: The U.S. Department of Housing and Urban Development
(HUD) issues annual estimates which update median family income frometheoolitan and
non-metropolitan areas. HUD starts with the most recent U.S. Census data@nsdriac
information from other sources to arrive at an annual estimate that more céfkedts current
economic conditions.

Limited-scope review:Performance under the Lending, Investment, and Service Tests is
analyzed using only quantitative factors (for example, geographic distnbborrower
distribution, total number and dollar amount of investments and branch distribution).

Low-income: Individual income that is less than 50 percent of the area median income, or a
median family income that is less than 50 percent, in the case of a geography

Low Income Housing Tax Credits: The Low-Income Housing Tax Credit Program is a
housing program contained within the Internal Revenue Code of 1986, as amended, which is
administered by the U.S. Department of the Treasury and the Internal Reeevigce.SThe

U.S. Treasury Department, through the Internal Revenue Service, distributestomei

housing tax credits to housing credit agencies. The housing agencies aocagglits on a
competitive basis. Developers who acquire, rehabilitate, or construct low-inentakhousing
may keep their tax credits or sell them to corporations or investor groups, who, as dwners o
these properties, will be able to reduce their own federal tax payments. edliecan be

claimed annually for ten consecutive years. For a project to be eligibg\tbmper must set
aside a specific percentage of units for occupancy by low-income residentsetdside
requirement remains in place throughout the compliance period, usually 30 years.

Market share: The number of loans originated and purchased by the institution as a percentage
of the aggregate number of loans originated and purchased by all reporting larttier
metropolitan area/assessment area.

Median Income: The median income divides the income distribution into two equal parts, one
having incomes above the median and other having incomes below the median.

Metropolitan area (MA): A metropolitan statistical area (MSA) or a metropolitan division
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(MD) as defined by the Office of Management and Budget. A MSA is a core@nt&aning at
least one urbanized area of 50,000 or more inhabitants, together with adjacent communities
having a high degree of economic and social integration with that core. A MD isianiof a
MSA based on specific criteria including commuting patterns. Only a MSA tha ha
population of at least 2.5 million may be divided into MDs.

Middle-income: Individual income that is at least 80 percent and less than 120 percent of the
area median income, or a median family income that is at least 80 percergsaiméitel20
percent, in the case of a geography.

Moderate-income: Individual income that is at least 50 percent and less than 80 percent of the
area median income, or a median family income that is at least 50 percergsaicie30
percent, in the case of a geography.

Multifamily: Refers toa residential structure that contains five or more units

Non-Metropolitan Area: All areas outside of metropolitan areas. The definition of non-
metropolitan area is not consistent with the definition of rural areas. Urban and rura
classifications cut across the other hierarchies; for example, shgeaerally both urban and
rural territory within both metropolitan and non-metropolitan areas.

Other products: Includes any unreported optional category of loans for which the institution
collects and maintains data for consideration during a CRA examination. Exahglesh
activity include consumer loans and other loan data an institution may provide condsrning
lending performance.

Owner-occupied units:Includes units occupied by the owner or co-owner, even if the unit has
not been fully paid for or is mortgaged.

Qualified investment: A qualified investment is defined as any lawful investment, deposit,
membership share, or grant that has as its primary purpose community development

Rated area:A rated area is a state or multistate metropolitan area. For an institition w
domestic branches in only one state, the institution’s CRA rating would bexttbeating. If an
institution maintains domestic branches in more than one state, the instituticateaive a
rating for each state in which those branches are located. If an institutimaimadomestic
branches in two or more states within a multistate metropolitan area, tihgiorswill receive a
rating for the multistate metropolitan area.

Small loan(s) to business(esA loan included in ‘loans to small businesses' as defined

in the Consolidated Report of Condition and Income (Call Report) and the Thrift Ehanci
Reporting (TFR) instructions. These loans have original amounts of $1 million onéess a
typically are either secured by nonfarm or nonresidential real estate olassified as
commercial and industrial loans. However, thrift institutions may also sgeitté option to

23



report loans secured by nonfarm residential real estate as "smalldsusizes” if the loans are
reported on the TFR as nhonmortgage, commercial loans.

Small loan(s) to farm(s):A loan included in ‘loans to small farms’ as defined in the instructions
for preparation of the Consolidated Report of Condition and Income (Call Report). |0dese
have original amounts of $500,000 or less and are either secured by farmland, assifiecchs
loans to finance agricultural production and other loans to farmers.

Upper-income: Individual income that is more than 120 percent of the area median income, or
a median family income that is more than 120 percent, in the case of a geography.
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